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REPORT OF THE DIRECTORS 


OF 


The Cincinnati and Suburban Bell Telephone Company 


For The Year 1949 



The year ended with a net increase of 16,403 telephones, 
compared with 27,709 in 1948. Although the increase was 
less than that of the preceding year, it reflects a continuing 
demand for service substantially above any pre-war year. 
There were 347,295 telephones in service on December 31, 
1949, an increase of 103,919, or 43 per cent, since the end 
of the war. 

The construction of new plant facilities during the year 
resulted in a net increase in plant investment of $9,840,561, 
the largest in the Company’s history. Total plant investment 
at the close of the year was $82,115,233, an increase of 61 
per cent since the end of the war. 

The volume of local calls continued to increase, averaging 
1,885,116 a day, or 2 per cent over 1948. Long distance 
messages were approximately the same in both 1949 and 1948. 

The trend of the preceding five years, in each of which 
operating expenses increased at a faster rate than revenues, 
was reversed as a result of rate increases put into effect 
during the year. After dividends a small balance remained 
for surplus. 



The inflationary rise in wage and other costs during and 
since the war made it necessary for the Company to seek 
upward adjustments in its rates for telephone service. 
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In September 1948, an application for authority to in' 
crease intrastate rates was filed with the Public Utilities Com' 
mission of Ohio. The new rates were designed to increase 
the Company's gross revenues in Ohio by approximately 17 
per cent, which was considered necessary to produce a return 
sufficient to attract the new capital required to expand and 
improve service. 

In July 1949, the Ohio Commission, after investigation 
and public hearings, issued an order authorizing the increased 
rates and they were placed in effect July 16, 1949. This is 
the first general increase in rates the Company has had in 
more than 23 years. 

In July 1949, the Company filed with the Public Service 
Commission of Kentucky new rate schedules which were the 
same as those which have been approved by the Ohio Com' 
mission for like services. These rates were made effective in 
Kentucky on August 11, 1949 under a bond providing for 
the refund of overcollections in the event the increases arc 
not approved in full by the Kentucky Commission. 

Public hearings were held before the Public Service Com' 
mission of Kentucky in October 1949, after which the Com' 
mission granted representatives of the public and various 
municipalities an extension of time to prepare for cross' 
examination of the Company's witnesses and the presenta' 
tion of any evidence which they might want to introduce. 
The hearings have been concluded and at the time of prep' 
aration of this report we are awaiting the Commission's 
decision. 



Total operating revenues for the year were $22,403,898, 
an increase of $2,563,161, or 12.9 per cent, over 1948. The 
increase was due in part to the greater number of telephones 
in service and in part to the increased rates which were in 
effect during part of the year. 
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Total operating expenses, not including taxes, amounted 
to $15,033,027, an increase of $1,096,464, or 7.9 per cent, 
over last year. 

Taxes paid by the Company amounted to $3,507,400, an 
increase of $600,000, or 20.6 per cent, over 1948. In addition, 
taxes levied directly on the telephone users, which the Com' 
pany is required to collect and remit to taxing authorities, 
amounted to $4,438,838, making the total amount of taxes 
included in our 1949 telephone bills $7,946,238. This is an 
average of almost $2.00 per month for each telephone and is 
more than double the net income received by the Company. 

Net income available for dividends amounted to 
$3,379,250 which was equivalent to $4.80 per share, compared 
with $3.76 in 1948. Dividends in the amount of $3,170,565 
($4.50 per share) were declared during 1949, leaving a 
balance of $208,685 as an addition to surplus. 



Gross additions to plant in 1949 were the largest in the 
Company's history, amounting to $13,147,751 which exceed' 
ed by $2,033,157 the record established last year. After de' 
ducting the cost of plant retired, the net increase in plant 
investment was $9,840,561, compared with $8,450,339 in 
1948. Temporary bank loans are being utilized to finance 
this needed construction. 

Total investment in telephone plant at the end of the 
year was $82,115,233. Net additions to the plant during the 
last four years have totaled $30,518,279, a sum greater than 
the growth over the preceding 20 years. 

Continuing our program to expand and improve our 
service, we placed more new cables in 1949 than ever before 
in our history. New central office buildings were completed 
in Mt. Washington and Rossmoyne in Ohio and in Fort 
Thomas, Kentucky. Additions to our existing central office 
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buildings in Glendale and Mt. Healthy were also completed. 
A new combination District Plant office and garage was 
completed and occupied in Hamilton. 

Two new dial units were placed in service—ELmhurst, 
the fourth dial unit in the Melrose building, and Hlland in 
the new building in Fort Thomas. 

Bramble central office was converted to dial in May and 
as a result, 91.1 per cent of all telephones were dial operated 
at the end of the year. 

A new dial tandem system was placed in service in 
November 1949, to provide full mechanical switching of 
calls to and from the suburban offices. This new system was 
required prior to dial conversion of the suburban offices, 
the first four of which are about ready to be placed in 
operation as this report goes to press. Dial conversion 
of these offices will provide full subscriber dial operation 
through the mechanical tandem equipment. 

In addition, the dial tandem system enables operator 
dialing of calls between Cincinnati and Hamilton which 
was inaugurated in November 1949. 

When all suburban offices are converted to dial operation, 
the new tandem system will replace completely the present 
manually operated tandem switchboard and result in much 
faster service between the metropolitan and suburban dis' 
tricts. 



During the year 53,487 telephones were connected, 
37,084 were disconnected and 25,680 were moved to new 
locations. Telephones in service at the end of the year totaled 
347,295, an increase of 16,403 over December 31, 1948. 

As progress was made on the construction and installa^ 
tion of new facilities, special efforts were directed toward 
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completing service requests of long standing. Unfilled orders 
for new service totaled 1,552 on December 31, all of which 
were placed in 1949, compared with 6,803 at the beginningof 
the year. We also had on hand about 12,165 requests for 
different grades of service. Most of the unfilled orders are 
awaiting the installation of cable and other outside plant, 
which is being constructed as rapidly as possible. Approxi' 
mately 70 per cent of the present day applications are being 
filled promptly within the month in which they are received. 

Late in 1949, an additional channel was provided for 
mobile telephone service. The Company now has four chan* 
nels in operation, three urban and one highway. There were 
132 mobile telephones in service at the end of the year. 


etcvLMen 

In October 1949, Cincinnati was connected to the eastern 
seaboard and mid'westem television network by coaxial 
cable and microwave radio relay. This Company provides 
the circuits between the termination of the network and the 
studios of the local broadcasting stations. These circuits are 
provided as special wideband facilities by incorporating 
polyethylene insulated pairs in the normal expansion of the 
cable plant. The wire facilities and portable microwave 
radio circuits owned and operated by the Company are also 
used between pick-up points and the local television studios 
and transmitters. 


ft 


eta&nne 
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There were 3,422 employees on the payroll at the close 
of the year, compared with 3,401 at the end of 1948. Of 
the total, 1,058 had 20 years or more of service and another 
408 had 5 to 20 years. 


5 





Following collective bargaining negotiations with the 
local division of the Communications Workers of America, 
representing a majority of the non'supervisory employees, 
increases in basic wage rates ranging from two to six dollars 
per week were put into effect in February 1949. 

Later in the year this Union and all other Divisions of 
C.W.A., which theretofore had been independent, affiliated 
with the C.I.O. 

The total payroll for 1949 was $10,209,860, an increase 
of $771,152, or 8.2 per cent, over 1948. 

Increases in wage rates since January 1, 1941 have re' 
suited in an increase in payroll substantially in excess of the 
additional revenue which will be received from the recent 
increase in telephone rates. 

On January 5, 1950, Division 46, C.W.A.'C.I.O., pre* 
sented new wage demands upon the Company without 
specifying the increased rates. 



The Plan for Employees’ Pensions, Disability Benefits and 
Death Benefits now has been in operation for more than 
36 years. It treats all employees equally according to their 
age, length of service and pay and is maintained by the 
Company without cost to the employees. Service pensions 
are paid from a Trust Fund which is devoted irrevocably to 
service pension purposes. Payments into this Fund are 
accrued in advance on an actuarial basis. Other payments 
are charged directly to expenses as paid. 


Since the Plan was originally adopted in 1913, the Com' 
pany has voluntarily made twelve different changes from 
time to time in such manner as would benefit the employees 
and still keep the Plan on a sound basis. 
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After discussion with the officials of Division 46, C.W.A.' 
C.I.O., the Plan was further amended, effective December 1, 
1949, to provide larger minimum pensions for those who meet 
the age and service requirements, which were not changed. 
The new minimum monthly pension is now $75 per month 
if the employee retires before reaching 65 years of age. After 
65 it is the amount which, when added to the employee’s 
Social Security benefits, will equal $100 per month. 

On January 3, 1950, the Union filed with the local office 
of the National Labor Relations Board a charge that this 
Company and the American Telephone and Telegraph Com' 
pany, had, by the recent amendment to the Plan, engaged in 
an unfair labor practice. 

At the time of preparation of this report, the Company 
has not been advised by the local Board as to what action, 
if any, it expects to take on this alleged charge. 

During 1949, payments under the Plan for sickness, 
accident and death benefits and disability pensions amounted 
to $147,670 compared with $159,762 in 1948. In addition, 
$78,264 were paid for time lost during the first seven days of 
absence due to sickness, which period is not covered by 
the Plan. 

Service pensions paid to retired employees by the Trustee 
of the Pension Trust Fund amounted to $221,248. A report 
of the Trustee is shown on page 16. 

The Company also provides an opportunity for employees 
to establish and carry on their own savings programs through 
voluntary payroll deduction plans. These plans include the 
payment of life insurance and hospitalization premiums, the 
purchase of government savings bonds and other forms 
of savings. Approximately 73 per cent of the employees were 
participating in one or more of these plans at the end of 
the year. 


7 







On March 21, 1949, Henry W. Heckle, Comptroller, was 
elected Vice President in charge of accounts and finance. 
William G. Barth was elected Comptroller to succeed Mr. 


Heckle. 



To carry on its construction program during the past 
two years, the Company has had to resort temporarily to 
borrowing the necessary money from a group of banks. It is 
contemplated that permanent financing to liquidate these 
temporary loans will be undertaken later in the year. 

In anticipation of continuing requirements for new capi' 
tal, the approval of a majority of the shareholders was 
obtained to increase the authorized capital stock from 
$50,000,000 to $100,000,000 and the Articles of Incorpora' 
tion have been amended accordingly. 



Two new offices, BEechmont'Sutton and SYcamore' 
Orchard, are scheduled to be changed from manual to dial 
operation early in February. This equipment is of the latest 
design and is known as the No. 5 crossbar type. 

However, before this equipment could be placed in service, 
the new dial tandem board had to be installed and working 
as outlined in another section of this report. 

It is anticipated that two additional offices, JAckson' 
Douglas and GLendak'Princeton also will be changed from 
manual to dial operation late in May. These two offices 
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likewise had to await the dial tandem system before they could 
be converted. 

Dial installations are planned in several other central 
offices for the coming year. 

With this large building and dial conversion program 
ahead of the Company, more outside facilities will be needed 
such as new subway conduits, cables, pole lines and other 
equipment to interconnect the growing number of telephone 
subscribers. 

The Directors express their appreciation to the employees 
for another year of accomplishment and efficient service and 
to the public whose understanding and cooperation have 
been of great help throughout the year. 

For the Board of Directors, 

Bayard L. Kilgour, Jr. 

President. 


February 4, 1950. 
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CERTIFICATE OF AUDIT 


The Cincinnati and Suburban Bell Telephone Company, 

Cincinnati, Ohio. 

We have examined the consolidated balance sheet of The Cin- 
cinnati and Suburban Bell Telephone Company and Citizens 
Telephone Company as of December 31, 1949 and the related con* 
solidated statements of income and surplus for the year 1949. Our 
examination was made in accordance with generally accepted audit¬ 
ing standards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered neces¬ 
sary in the circumstances. 

In our opinion, the financial statements (pages 11 to 15) pre¬ 
sent fairly the consolidated position of The Cincinnati and Suburban 
Bell Telephone Company and Citizens Telephone Company at 
December 31, 1949 and the consolidated results of their operations 
for the year 1949, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the preceding 
year. 


Cincinnati, Ohio. 
January 31, 1950. 


Lybrand, Ross Bros, y Montgomery 
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FINANCIAL STATEMENTS 

The Consolidated Financial Statements which follow on pages 
12 to 15, inclusive, consolidate the accounts of The Cincinnati 
and Suburban Bell Telephone Company and Citizens Telephone 
Company. The latter Company operates the Kentucky properties of 
The Cincinnati and Suburban Bell Telephone Company under a 
lease which provides that all net earnings of the lessee shall accrue 
to the lessor as rent. 

The accounts of these Companies have been maintained in 
accordance with Uniform Systems of Accounts prescribed for tele' 
phone companies by Federal authorities since January 1, 1913 — 
originally by the Interstate Commerce Commission and since July, 
1934 by the Federal Communications Commission. The presently 
prescribed accounting requires, with certain exceptions, that the ac' 
counts for telephone plant show the original cost of property at 
the time of its first dedication to the public use, whether by the 
accounting company or by a predecessor owner. The total shown 
for “Telephone Plant” in the Balance Sheet represents such original 
cost, which is substantially the cost of the plant to the Company. 

W. G. Barth, 

Comptroller. 
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The Cincinnati and Suburba 
and Citizens Tel 


COMPARATIVE CONSOLI 


ASSETS 

Dec. 31, 1949 

PLANT AND OTHER INVESTMENTS: 

Telephone Plant (see page 11) . $ 82,115,233 

Land and buildings, rights of way, poles, wire, cable, under¬ 
ground conduit, switchboards, telephones, office furniture, 
vehicles, tools, etc. At December 31, 1949 this property was 
classified in the accounts as follows: 

Telephone Plant in Service.$78,398,393 

Telephone Plant Under Construction. 3,715,704 

Property Held for Future Telephone Use.1,136 


Investment in Subsidiary Not Consolidated. . 167,477 

Capital stock, at cost. 

Other Investments .. . 5,000 

Total Plant and Other Investments . $ 82,287,710 


CURRENT ASSETS: 

Cash —--$ 1,054,883 

Special Cash Deposits and Working Funds . 48,510 

Accounts Receivable _ 2,116,856 

Amounts due for service (less reserve for uncollectible ac¬ 
counts), toll settlements, and miscellaneous items. 

Material and Supplies . 875,058 

Principally for construction and maintenance purposes. 

Total Current Assets .$ 4,095,307 


DEFERRED CHARGES : 

Prepayments _$ 87,116 

Principally insurance and cost of directories applicable to 
periods after close of year. 

Other Deferred Charges __ 37,758 


Total Deferred Charges .$ 124,874 

TOTAL ASSETS__ $ 86,507,891 


Dec. 31, 1948 

$ 72,274,672 


97,477 
1,000 
$ 72,373,149 


$ 1,385,924 
47,469 
1,904,555 

907,289 


$ 4,245,237 


$ 84,884 

58,276 
$ 143,160 
$ 76,761,546 
















































n Bell Telephone Company 
ephone Company 

DATED BALANCE SHEET 


CAPITAL STOCK: 


LIABILITIES 


Dec. 31, 1949 Dec. 31. 1948 


Common Stock ___ $ 35,228,500 

Par value of 704,570 shares of common stock outstanding. 

(Authorized Dec. 31, 1949 2,000,000 shares; Dec. 31, 1948 
1,000,000 shares.) 


$ 35,228,500 


Premium on Capital Stock.. 72,756 72,756 

Amount received in excess of par value. 

Total Capital Stock-- $ 35,301,256 $ 35,301,256 

NOTES SOLD TO TRUSTEE OF PENSION FUND - 109,194 

CURRENT AND ACCRUED LIABILITIES: 

Notes Payable to Banks--— $ 13,650,000 $ 6,400,000 

Accounts Payable- 2,573,682 2,403,639 

Amounts owing for payrolls, supplies, toll settlements, and 
miscellaneous items. 

Advance Billing for Service, and Customers' 

Deposits - 943,708 564,557 

Taxes Accrued.-- 3,112,788 2,929,190 

Interest Accrued_ 30,599 576 

Dividend Declared_..__ 796,164 796,164 

Other Current and Accrued Liabilities. 23,509 28,034 

Total Current and Accrued Liabilities. $ 21,130,450 $ 13,122,160 

DEFERRED CREDITS _ $ 5,477 $ 2,617 

DEPRECIATION RESERVE_ $ 25,578,866 $ 24,065,226 

Provision to meet loss of investment in depreciable plant upon 
its ultimate retirement from service. 

SURPLUS: 

Earned Surplus Reserved......... $ 112,251 - 

Amount reserved against contingency of refunds to subscrib¬ 
ers in connection with pending Kentucky rate case. 

Unappropriated Earned Surplus (see page 15) . 4,379,591 4,161,093 

Total Surplus .-... $ 4,491,842 $ 4,161,093 

TOTAL LIABILITIES __ $ 86,507,891 $ 76,761,546 
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The Cincinnati and Suburba 
and Citizens Tel 

COMPARATIVE CONSOLIDA 



Year 1949 

Year 1948 

LOCAL SERVICE REVENUES. 

$ 17,995,220 

$ 15,639,954 

TOLL SERVICE REVENUES. 

3,627,364 

3,443,586 

MISCELLANEOUS REVENUES. 

Revenues from directory advertising, rents and miscellaneous 
sources. 

LESS: UNCOLLECTIBLE OPERATING 

832,194 

824,477 

REVENUES. 

Provision for revenues which may be uncollectible. 

50,880 

67,280 

TOTAL OPERATING REVENUES (a)._ 

$ 22,403,898 

$ 19,840,737 

CURRENT MAINTENANCE. .. 

Cost of inspection, repairs, and rearrangements required to 
keep the plant and equipment in good operating condition. 

$ 5,287,324 

$ 4,460,350 

DEPRECIATION EXPENSE . 

Provision to meet loss of investment when depreciable plant 
is retired from service, based on rates for the different classes 
of property which are designed to spread this loss of invest¬ 
ment uniformly over its service life. Such provision repre¬ 
sented approximately 3.7% of average investment in depre¬ 
ciable plant in service during 1949 and 3.8% during 1948. 

2,473,903 

2,262,162 

TRAFFIC EXPENSES .. 

Costs incurred in the handling of messages, principally 
operators' wages. 

3,193,911 

3,271,851 

COMMERCIAL EXPENSES . 

Costs incurred in business relations with customers; pay sta¬ 
tion commissions; cost of directories, advertising, etc. 

1,493,122 

1,375,103 

OPERATING RENTS. 

Rents for the use of buildings, poles, conduits and other 
facilities. 

GENERAL AND MISCELLANEOUS EXPENSES: 

64,132 

63,092 

Executive and Legal Departments . 

326,546 

219,595 

Accounting and Treasury Departments . 

941,886 

840,162 

Provision for employees' service pensions (b) - 

Employees' sickness, accident, death and 

689,583 

640,740 

OTHER BENEFITS . 

164,367 

171,625 

Services received under license contract . 

208,635 

255,822 

Other general expenses .. 

430,807 

580,955 

Less : Expenses charged construction .. 

241,189 

204,894 

TOTAL OPERATING EXPENSES.. 

$ 15,033,027 

$ 13,936,563 

NET OPERATING REVENUES (carried forward)— 

$ 7,370,871 

$ 5,904,174 
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n Bell Telephone Company 
ephone Company 


TED 


INCOME STATEMENT 


OPERATING TAXES: 

Federal Income Taxes_ 

Other Taxes— Principally state, local and social 
security _ 

TOTAL OPERATING TAXES_ 

NET OPERATING INCOME. 

OTHER INCOME. 

Principally interest charged construction. 
MISCELLANEOUS DEDUCTIONS FROM 
INCOME (b) _s_ 

INCOME AVAILABLE FOR FIXED 

CHARGES _ 

INTEREST DEDUCTIONS _ 



Year 1949 


Year 1948 

• $ 

7,370,871 

$ 

5,904,174 


1,924,000 


1,505,000 


1,583,400 


1,402,400 

. $ 

3,507,400 

$ 

2,907,400 

. $ 

3,863,471 

$ 

2,996,774 


156,973 


105,088 


381,465 


389,595 

. $ 

3,638,979 

$ 

2,712,267 


259,729 


59,749 

. $ 

3,379,250 

$ 

2,652,518 


(a) “Total Operating Revenues” for 1949 include approximately $187,600 collected under bond and 
subject to possible refund in connection with pending Kentucky rate case. 

(b) Total provisions for employees’ service pensions amounted to $1,054,963 for 1949 and $1,015,570 
for 1948, of which amounts $365,380 for 1949 and $374,830 for 1948 were charged to Mis¬ 
cellaneous Deductions from Income in order to comply with accounting requirements of the 
Federal Communications Commission. The Companies and their independent public accountants 
consider that these latter amounts were, in fact, current operating expenses. 


Consolidated Statement of Unappropriated Earned Surplus 


Year 1949 

BALANCE—DECEMBER 31, 1948__ $ 4,161,093 

NET INCOME (from Income Statement)_ $ 3,379,250 

REFUND OF FEDERAL TAXES ON 

INCOME, INCLUDING INTEREST—NET_ 111,151 

MISCELLANEOUS ADDITIONS _ 13,438 


TOTAL ADDITIONS _ $ 3,503,839 


DIVIDENDS DECLARED __ $ 3,170,565 

TRANSFERRED TO EARNED SURPLUS 

RESERVED .. 112,251 

MISCELLANEOUS DEDUCTIONS_ 2,525 


TOTAL DEDUCTIONS _ $ 3,285,341 


NET INCREASE__ 218,498 


BALANCE—DECEMBER 31, 1949.... $ 4,379,591 
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TRUSTEE’S REPORT OF PENSION TRUST FUND 
established by 

The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 


BALANCE IN FUND—December 31, 1948. $ 6,065,895.04 

Additions to Fund During 1949— 

Payments into Fund by Company.$ 1,054,963.00 

Interest Revenue, including gain or loss on 

investments disposed of..- 172,966.00 

TOTAL ADDITIONS ..$ 1,227,929.00 

Disbursements for pensions during 1949 - 221,247.50 


NET INCREASE IN FUND___ 1,006,681.50 

BALANCE IN FUND—December 31, 1949 .. $ 7,072,576.54 

Comprised of— 

Bonds of Bell Telephone Companies .... $ 1,163,500.45 

U. S. Government Obligations_ _ 2,304,887.29 

Public Utility, Railroad and Industrial Bonds . 3,343,487.70 

Other Investments _ _ 74,645.00 

Cash and accrued interest not due . 186,056.10 


TOTAL.. 

NOTE: Securities are shown on amortized basis. 


$ 7,072,576.54 


BANKERS TRUST COMPANY, Trustee 


New York, N. Y.— February 3, 1950. 


By W. B. DUNCKEL 
Vice President 
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